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NT AUDITORS' REPORT

Board of Commissioners
Housing Authority of the City of Covington
Covington, Louisiana

We have audited the accompanying financial statements of net assets-enterprise fund of
Housing Authority of the City of Covington (HACC) as of and for the year ended March
31,2005, and the related statements of revenues, expenses and changes in fund net assets and
cash flows-enterprise fund for the year then ended.. These financial statements are the
responsibility of HACC’s management. Our respons1b111ty 1§ t0 express an opmlon on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptrolier General of the United States of
America. Those standards require that we plan and perform an audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circurnstances, but not for the purpose expressing
an opinion on the effectiveness of HACC’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial posttion 0f HACC, as of March 31, 2005, and the respective changes
in net assets and cash flows of its enterprise fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

4298 ELYSIAN FIELDS AVENUE, NEW ORLEANS, LA 70122
(504} 284-8733 FAX (504) 284-8296
E-MAIL: brunterv@btcpas.com
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In accordance with Government Auditing Standards, we have also issued our report dated
December 21, 2006, on our consideration of HACC’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standards, and should be read in conjunction with this report in
considering the results of our audit.

The management’s discussion and analysis on pages 3 through 10 is not a required part of
the accompanying financial statements but is supplementary information requured by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of managementregarding
the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

B rune & Teevsalon LLP

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

December 21, 2006

ABruno & Tervalon r.r

%ECertifieE Public Accountants




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS

Asmanagement of Housing Authority of the City of Covington (HACC), we offer readers
of HACC’s financial statements this narrative overview and analysis of the financial
activities of HACC for the fiscal year ended March 31, 2005. We encourage readers to
consider the information presented here in conjunction with HACC’s audited financial
statements.

The Management’s Discussion and Analysis (MD&A) is an element (capital operating) of
the new reporting model adopted by the Governmental Accounting Standards Board (GASB)
in their Statement No. 34 Basic Financial Statements - Management’s Discussion and
Analysis - for State and Local Governments issued June 1999. Certain comparative
information between the current and prior year is required to be presented in the MD&A.
However, because this is the first year of implementing the new reporting model, certain
necessary comparative information of the previous year was not prepared. Considering the
financial resources necessary to prepare this information for the prior year, and that GASB
Statement No. 34 permits the omission of the comparative information in the first year of
adoption of the new reporting model, HACC has elected to exclude the information in this
report. Subsequent reports will include the comparative information.

FINANCIAL HIGHLIGHTS

The assets of HACC exceeded its liabilities at the close of 2005 by §1,847,574 (net assets).
Of this amount, $176,242 (unrestricted net assets) may be used to meet HACC”s ongoing
obligations to citizens and creditors.

HACC’s enterprise fund reported net assets of $1,847,574, a net increase of $1,704,189 in
comparison to the prior year. This increase is primarily attributable to the conversion 1o
GASB 34 for the year ended March 31, 2005 and the impact of HUD conftributed capital.

HACC had total operating revenues of $80,517, subsidies and capital grant revenues of -
$777,360 and other non-operating revenues of $1,177. Total operating expenses for the year
ended March 31, 2005 was $942,977.




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

FINANCIAL HIGHLIGHTS, CONTINUED

AtMarch 31, 2005, unrestricted net assets for HACC was $176,242, or twenty (20) percent
of its total operating expenses for the year ended March 31, 2005.

HACC continues to operate without the need for debt borrowings during the current fiscal -
year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an infroduction to HACC?s basic
financial statements. HACC’s basic financial statements consist of two components: 1) fund
financial statements, and 2) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves. HACC
is a special-purpose entity engaged in one business-type activity. Accordingly, only fund
financial statements are presented as the basic financial statements.

Effective, April 1, 2004, HACC adopted Governmental Accounting Standards Board
(GASB) Statement No. 34, Basic Financial Statements - Management’s Discussion and
Analysis - for State and Local Governments.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific objectives. HACC, like other state and local -
governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. HACC has two federally funded programs that are consolidated
into a single enterprise fund. '

Low Rent Public Housing Program - HACC’s Low Rent Public Housing Program rents
housing units to low-income families. The Low Rent Public Housing Program is operated
under an Annual Contribution Contract with HUD. HUD provides an operating subsidy to
enable HACC to provide housing at a rent that is based upon 30% of adjusted gross
household income.




HOUSING AUTHORITY OF THE CITY OF COYINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

FUND FINANCIAL STATEMENTS, CONTINUED

Section 8 Housing Assistance - Housing Choice Voucher Program - The Housing Choice

Voucher Program assist low income families with their rental payments in the private
market. A housing assistance payment is paid directly to landlords on behalf of the families
in the program. The families pay the difference between the rent charged by the landlord and
the housing assistance payment provided by the program. HACC is paid by HUD to
administer the program.

Capital Fund Program (CFP) - The Low Rent Public Housing Program also includes the CFP
as the primary funding source for HACC’s physical and management improvements. CFP
funding is provided by formula allocation and based upon size and age of HACC’s units,

USING THIS ANNUAL REPORT

HACC’s annual report consists of financial statements that show information about HACC?s
enterprise fund.

Our auditor has provided assurance in his independent anditor’s report located immediately
preceding this Management’s Discussion and Analysis. That opinion is unqualified with
respect to the basic financial statements. Varying degrees of assurances are being provided
by the auditor regarding the other information included in this report. A user of this report
should read the independent auditor’s report carefully to ascertain the level of assurance
being provided for each of the other parts of this report.

REPORTING ON HACC’s MOST SIGNIFICANT FUND

HACC’s financial statements provide detailed information about its most significant fund.
Some funds are required to be established by the Department of Housing and Urban
Development (HUD). However, HACC may establish other funds to help it control and
manage money for particular purposes or to show that it is meeting legal responsibilities for
using grants and other money. HACC’s enterprise fund used the following accounting
approach:

Proprietary Funds - All of HACC’s services are reported in an enterprise fund.
They are reported using the full accrual method of accounting in which all
assets and all liabilities associated with the operation of these funds are
included on the statement of net assets. The focus of proprietary funds is on
income measurement which, together with the maintenance of equity, is an
mmportant financial indicator.




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

FINANCIAL ANALYSIS

HACC’s net assets was $1,847,574 at March 31, 2005. Of this amount, $176,242 was
- unrestricted. The unrestricted net assets of HACC are available for future use to provide
program services. .

Table 1
Statement of Net Assets

The following table represents a condensed Statement of Net Assets as of March 31, 2005:

Assets
Current assets $ 278,515
Capital assets, net 1.671.332
Total assets | 1,949 847
Liabilities
Current liabilities : 96,722
Long-term liabilities : 3,551
Total Labilities 102.273
Net Assets
Net assets:
Invested in capital assets, net 1,671,332
Unrestricted 176,242
Total net assets $1,847.574




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

FINANCIAL ANALYSIS, CONTINUED

Table 2
Changes in Net Assets

The following table reflects the cohdensed Statement of Revenues, Expenses, and Changes
in Net Fund Assets for the year ended March 31, 2005:

Revenues: | :
Operating revenues _ $__80.517
Total operating revenues 80517
Expenses:
. - Opérating expenses _ 942 977
Total operating expenses 942.977
Operating loss . _(862.460)
Non-operating revenues 778.537

Total non-operating revenues 778,537
Change in net assets (83,923)
Begimning net assets, as restated 1,931,497
Ending net assets $1.847.574




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

EXPLANATIONS OF FINANCIAL ANALYSIS

Compared with prior fiscal year, total operating and non-operating revenues decreased by
$112,258 from a combination of larger offsetting factors.

Reasons for most of these changes are listed below:

« Federal revenues from HUD for operations decreased from $741,165 in 2004 to
$687,259 for the year ended March 31, 2005, principally due to variances in the
level of leased-up and housing assistance payments to landlord for the year ended
March 31, 2005.

« Capital funds for modernization projects decreased from $147,591 for 2004 to
$90,101 for the year ended March 31, 2005, primarily due to funding availability
from HUD.

» Tenant revenues increased from $75,117 in 2004 to $80,517 for the year ended
March 31, 2005, in part because of changes in tenant’s personal income, which
serves as the basis for tenant rent payment level calculation.

Compared to the prior fiscal year, total operating expenses decreased from $1,042,869 in
2004 to 942,977 for the year ended March 31, 2005.
Reasons for most of these changes are listed below:
+ Cost containment measures implemented during the year ended March 31, 2005
impacted major cost categories such as repairs and maintenance, insurance and

protective services.

« Also, housing assistance payments to landlords decreased as a combination of
participating tenant’s income level and leased-up levels.




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At March 31, 2005, HACC had $1,671,332 invested in a broad range of capital assets,
including land , buildings and building improvements, and furniture and equipment. This
amount represents a net decrease (including additions, deductions and depreciation) of
$57,752.

Capital Assets at Year-end

Land and land improvements - § 229357
Buifdings and buildings improvements 2,410,069
Furniture and equipment 215,049

2,854,475

Less accumulated depreciation expense  (1.183.143)

Totals §_1.671.332

See Note 4 for additional information.

No debt was issued for these additions.




HOUSING AUTHORITY OF THE CITY OF COVINGTON
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

CAPITAL ASSET AND DEBT ADMINISTRATION, CONTINUED
Capital Assets, Continued

This year’s additions of $33,509 are mainly dwelling improvements and equipment
purchases. We present more detailed information about our capital assets in the notes to the
financial statements.

Debt

Ourlong-term debt consists of accrued annual leave of $5,551. We present more detail about
our long-term liabilities in the notes to the financial statements. '

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

HACC is primarily dependent upon HUD for the funding of its operations; therefore HACC
is affected more by the Federal budget than by local economic conditions. The operating
subsidy for the fiscal year March 31, 2006 has been approval by HUD.

CONTACTING HACC’s FINANCIAL MANAGEMENT

Our financial report is designed to provide our citizens, taxpayers, and creditors with a
general overview of HACC?s finances and to show HACC’s accountability for the money
it receives. If you have questions about this report or wish to request additional financial
information, contact Tammie Groover, Executive Director, at the Housing Authority of the
City of Covington, 303 West 33" Avenue, P. O. Box 1293, Covington, LA 70434, telephone
number (985) §98-0345. '

10




HOUSING AUTHORITY OF THE CITY OF COYINGTON
STATEMENT OF NET ASSETS - ENTERPRISE FUND
MARCH 31, 2005
ASSETS
Current Assets:
Cash (NOTE 5) ' $ 219,031
Restricted cash (NOTE 6) 7,354
Amounts receivable, net (NCTE 2) 47,664
Prepaid and other assets (NOTE 3) 4,466
Total current assets 5_278515
Non-Current Assets:
Capital assets, net (NOTES 4 and 12) 1.671.332
Total non-current assets ' 1.671.322
Total assets 1.949 847
LIABILITIES
Current Liabilities:
Accried pilot payable $ 7147
Amounts and other payables (NOTE 7) 80,406
| Compensated absences payable (NOTE 13) 1,868
| Security deposits held for tenants (NOTE 6) 6,227
Payroll taxes payable 7 ' 1,074
Total current liabilities 96,722
Non-Current Liabilities:
Compensated absences payable INOTE 13} . 5,551
Total non-current Habilities 5,55}
: Total lizbilities 102273
NET ASSETS
Net Assets:
Invested in capital assets, net of related debt 1,671,332
Unrestricted 176,242

Total net assets 5 1,847,5 74

The accompanying notes are an integral part of the financial statements.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
FUND NET ASSETS--ENTERPRISE FUND
FOR THE YEAR ENDED MARCH 31, 2005

Operating Revenues: .
Dwelling rental § 79,004
Fees and charges 1513
Total operating revenues _ 80517
Operating Expenses: _
Salaries and employee benefits 145374
Materials 22,204
Contractual services : 57,575
Utilities , 7,534
Depreciation 91,261
. Insurance 22,812
Housing assistance payments . ' 536,119
Convention and travel ' 20,058
Telephone o 7,591
General 5,385
Pzyments in lieu of taxes 7,147
Bad debt 600
Dues and membership 756
Tenant services 155
Postage : : 2,226
Security ' 6,323
Training 4,252
Supplies 5,605
Total operating expenses 042 977
Operating loss _ (862.460)
Non-operating Revenues:
Grants and subsidies 777,360
Interest income 562
Other 615
Total non-operating revenues (778.537)
Change in net assets (83.923)
Net asgets, beginning of year 143,385
Adjustment to beginning net assets (NOTE 14) 1,788.112
Net agsets, beginning of year, as restated 1,931.497
Net assets, end of year $1.847.574

_ The accompanying notes are an integral part of the financial statements.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
STATEMENT OF CASH FLOWS--ENTERPRISE FUND

FOR THE YEAR ENDED MARCH 31, 2005

- Cash Flows from Operating Activities:
Receipts from tenants

Payments to vendors for goods and services
Payments to employees

Payments to others

Net cash used in operating activities

Cash Flows from Capital and Related Financing Activities:

Acquisition of fixed assets

Cash used in cepital and related
financing activities
Cash Flows from Noncapital Financing Activities:
Subsidy from federal grants
Other

Cash provided by noncapital
financing activities

Net increase in cash
Cash, beginning of year

Cash, end of year

$ 83,324
(632,111)
(145,374)

- (3.111)

272

(33,509)

335

780,568
1.177

781.745
48,964
177.421

$_226,385

The accompanying notes are an infegral part of the financial statements.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
STATEMENT OF CASH FLOWS--ENTERPRISE FUND, CONTINUED
FOR THE YEAR ENDED MARCH 31, 2005

Reconciliation of operating loss to net cash used

by Operating Activities:
Operating loss $ (862,460)
Adjustment to reconcile operating loss to net cash
used in operating activities:
Depreciation 91,261
Bad Debts 600
Changes in assets and liabilities:
Increase in amounts receivable, net (16,660)
Decrease in prepaid items 13,756
Increase in amount and other payables 75,589
Decrease in security deposits held for tenants (3,596)
Increase in accrued pilot payable 7,147
Decrease payroll taxes payable . (4.909)
Net cash used by operating activities $ (699.272)

The accompanying notes are an integral part of the financial statements.

14



HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS

NOTE ! -

General

The Housing Authority of the City of Covington (HACC) 15 governed by
a five (5) member Board of Commissioners, all appointed by the Mayor of the
City of Covington, and headed by an Executive Director. The Board and
Executive Director are responsible for all activities of HACC. HACChasthe
power to sue and be sued, and make rules and regulations for its own
government consistent with the laws of the State of Louisiana and City of
Covington. Also, HACC had no component unit as described within the
provisions of GASB Nos. 14 and 39.

Under the United States Housing Act of 1937, as amended, the U.S.
Department of Housing and Urban Development (HUD) has direct
responsibility for administering housing programs in the United States of
America. Accordingly, HUD has entered into. an Annual Contribution
Contract with HACC.

As of March 31, 2005, HACC was primarily engaged in the administration
of Low-Income and Housing Choice Voucher Programs to eligible low-
income residents in the City of Covington, Louisiana.

Under the Low Rent Public Housing Program, HACC provides housing to
eligible families under leasing arrangements. For the “Housing Choice
Voucher” Program, (previously titled the Section 8 and Voucher programs)
HACC provides funds in the form of rental subsidies to owners on behalf of
tenants. .

Financial Reporting Entity

Government Accounting Standards Board (GASB) Statement No. 14,
“Financial Reporting Entity”, established standards for defining and reporting
on the financial entity. GASB 14 indicates that the focal point for identifying
the financial reporting entity is the primary government, wkich is considered
to be any state government or local government or a special-purpose
government that meets all of the following criteria: a) has a separately elected
governing body; b) is legally separate; and c) is fiscally independent of other
state and local governments,

15




"HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 1 - ies, Continued:

Financial Reporting Entity, Continued

HACC was established as a separate legal entity with a governing board
which is separate and independent of any other governmental “reporting
entity” as defined by GASB 14. Accordingly, management has concluded that
HACC is a financial reporting entity within the meaning of the provisions of
GASB 14. Accordingly, HACC is not a component unit of the financial
reporting entity of the City of Covington.

Basis of Presentation

~ As required by Louisiana State Reporting Law (R.S. 24:514) and HUD
regulations, HACC?s financial statements are presented in accordance with
accounting principles generally accepted in the United States of America.

Specifically, the accounts of HACC are accounted for under the proprietary
fund. Accordingly, the accompanying financial statements have been
prepated in conformity with accounting principles generally accepted in the
United States of America and applied to governmental units.

Propretary Fund Type - A proprietary fund 1s accounted for on the flow of
economic resources measurement focus and uses the accrnal basis of
accounting. Under this method, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred. HACC applies ali
applicable FASB pronouncements in accounting and reporting for its
proprietary operations. HACC’s fund include the following type:

Enterprise Fund - An enterprise fund is used to account for those
operations that are financed and operated in a manner similarto private
business or where the Board has decided that the determination of
revenues earned, costs incurred and/or net income is necessary for
management accountability.

16




HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE1-  Organization and Summary of Significant Accounting Policies, Continued:

Basis of Presentation, Continued

HACC has adopted the provisions of Governmental Accounting Standards
Board Statement No. 34, "Basic Financial Statements - and Management's
Discussion and Analysis - for State and Local Governments." Statement No.
34 established standards for external financial reporting for all state and local
governmental entities, which includes a statement of net assets, a statement of
activities and changes in net assets, and a statement of cash flows. It requires
the classification of net assets into three components-invested in capital assets,
net of related debt; restricted; and unrestricted. These classifications are
defined as follows:

* Invested in capital assets, net of related debt - This component of net assets
consists of capital assets, including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets. If there are
significant unspent related debt proceeds at year-end, the portion of the
debt attributable to the unspent proceeds are not included in the calculation
of invested in capital assets, net of related debt. Rather, that portion of the

* debtisincluded in the same net assets component as the unspent proceeds.

* Restricted - This component of net assets consists of constraints placed on
net asset use through external constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or laws or regulations of
other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

«  Unrestricted net assets - This component of net assets consists of net assets
that do not meet the definition of "restricted" or "invested in capital assets,
net of related debt".

The term measurement focns is used to denote what is being measured and
reported in HACC’s operating statement. HACC’s financial statements are
reported on using the flow of economic resources measurement focus and
accrual basis of accounting. The fundamental objective of this focus is to
measure whether HACC  is betier or worse off economically as a result of
events and transactions of the period.

17




HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE1 -

icies, Continued:

Basis of Presentation, Continued

The term basis of accounting is used to determine when a transaction or event
is recognized on HACC?’s operating statement. HACC used the full accrual
basis of accounting. Under this basis, revenues are recorded when earned and
expenses are recorded when incurred, even though actual payment or receipt
may pot occur until after the period ends.

Pursuant to GASB 33 (Accounting and Financial Reporting for Non-
Exchange Transactions), HACC recognizes assets, liabilities, revenues and
expenditures under its government-mandated and voluntary non-exchange
transactions as follows:

» HACC recognizes assets and liabilities when all applicable eligibility
requirements are met or resources received, whichever is first;

+ Revenues and expenses are recognized when all applicable eligibility
requirements are met; and

+ Transactions with time requirements received prior to the satisfaction
- ofthe time requirement(s) are recorded by HACC as deferred revenne,

Amounts ivable

- Amounts recervable are stated at net realizable value as required by

accounting principles generally accepted in the United States of America. It
is the practice of HACC to expense uncollectible receivables upon
determination of uncollectibility using the allowance method.

All interprogram transactions, except quasi external transactions, advances
and reimbursements are reported as transfers. Nonrecurring and permanent
transfers of equity are reported as residual equity transfer. All other
interprogram transfers are reported as operating transfers and recognized at
the time the underlying event occurs. Interprogram due from and to are netted
at the combined financial statement level.

18




HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 1 -

Organization and Summaty of Significant Accounting Policies, Continued:

Capital Assets

Capital assets are recorded at cost. Donated assets are valued at estimated fair
value on the date donated. When assets are retired or otherwise disposed of,
any resulting gain or loss is reflected in income for the period.

The costs of normal maintenance and repairs that do not add to the value of
an asset or materially extend the asset’s life are not capitalized in the
enterprise fund. -

HACC follows the practice of capitalizing all structures and equipment over
$500.

Capital assets are depreciated in the enterprise fund of HACC using the
following estimated useful lives.

Estimated
Assets Useful Lives in Years
Building : 33
Building improvements 15
Land improvements 15
Equipment 3-7

Depreciation is computed using the straight-line method.

Under accounting principles generally accepted in the United States of
America, long-lived assets are to be reviewed for impairment. If the sum of
the expected future cash flows is less than the carrying value amount of the
asset, an impairment loss should be recognized. At March 31, 2005,
management has not estimated the effect of adoption of Statement of Financial
Accounting Standard No. 144, “Accounting for the Impairment or Disposal
of Long-Lived Assets”.

19




HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

Compensated Absences

- HACC follows Louisiana Civil Service regulations for accumulated annual

and sick leave. Under those regulations, employees may accumulate up to
three hundred (300) hours of annual leave which may be received upon
separation or retirement. Sick leave hours accumulate, but the employee isnot
paid for accumulated sick leave hours if not used by his/her retirement or

separation date.

The cost of current leave privileges computed in accordance with GASB
Codification Section C60, is recognized as a current year expense in the
enterprise fund when leave is earned.

Total Memorandum Only

The total column on the accompanying combining financial statements
(supplementary information} are captioned “memorandum only” to indicate
that they are presented only to facilitate financial analysis. Such data is not
comparable to a consolidation. Interfund eliminations have not been made in
the aggregation of this data,

Budgets

HACC prepafes an anmual budget for its proprietary fund. . Prior to the
beginning of the fiscal year, the annual budget is approved by the Board of
Commissioners. Budgetary amendments require approval by the Board.

HACC does not present its budget to actual comparison for the enterprise
fund as part of its financial statements as accounting principles generally
accepted in the United States of America do not require such, despite adoption
of an annual budget by HACC’s Board of Commissioners.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 1 -

NOTE 2-

Organization gnd Summary of Sigm ificant Accounting Policies, Continued:

Statement of Cash Flows

For purposes of the statement of cash flows, HACC considers all highly
liquid investments with original maturity of ninety (90) days or less when
purchased to be cash and temporary cash investments.

Estimates

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America, requires
management to make estimates and assumptions that affect the reported
amounts of assets, liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from
those estimates.

Amounts Receivable. Net:

Amounts recetvable, net as of March 31, 2005, consisted of the following:

Annua] Contribution Contracts

Public Housing
Low Rent Public Capital Fund
Housing Program Program__ Total
HUD § 23,101 $12,59 ¥ 35,697
Tenants 2,960 -0 2,960
Qther 9,996 -0- 9.996
' Sub-total 36,057 12,596 48,653
Less: Allowance for

doubtful accounts (989) -0- 98g
Total $ 35,068 - $12.596 $47.664
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 3- Prepaid and Other Assets:

Prepaid and other assets at March 31, 2005, consisted of the following:

Prepaid insurance $ 2,756
Inventories - 1,900

Sub-total 4,656
Less allowance for obsolence (190)

Total $ 4466 -

NOTE4 -  Capital Assets, Net:

At March 31, 2005, capital assets, net consisted of the following:

Balance Balance

- Description April 1. 2004 Addition March 31, 2005

Land and land improvements $ 229,357 $ -0- $ 229,357

Building and building

improvements 2,387,345 22,724 2,410,069

EBquipment 204,264 10.785 215,049

Sub-total 2,820,966 33,509 2,854,475

Less accumulated depreciation 1.091.882 (91.261) {1.183.143)
Total 31,729,084 § (57.752) $_1671,332 °

NOTES5- Cash:

At March 31, 2003, the carrying amount of HACC?s deposits was $177,421
and the cumulative bank balance was $242,464. Of this amount $100,000
was covered by federal depository msurance and the reminder collateralized
by a pledge of securities in the joint name of HACC and the financial
institution and held in safekeeping by First National Banker’s Bank.

22




HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTES5- (Cash, Continued:

Custodial credit risk is the risk that, in the event of a failure by the financial
institution HACC’s deposits maynot be returned toit. HACC has no deposit
policy for custodial credit risk; however, none of HACC’s bank balances
were exposed to custodial credit risk, since the pledged securities were in the
joint name of HACC and the financial institution and were held in
safekeeping by First National Banker’s Bank.

Louisiana state law allows for the investment of excess funds in obligations
of the United States, certificates of deposit of state or national banks having
their principal office in Louisiana, or any other federally insured investment.

State law also requires that all deposits be fully collateralized at all times.
Acceptable collateralization includes federal deposit insurance and the market
value of securities purchased and pledged to the political subdivision.
Obligations of the United States, the State.of Louisiana and certain political
subdivisions are allowed as security for deposits. Obligations furnished as
security must be held by the HACC or with an unaffiliated bank or trust
company for the account of the HACC.

Deposits in excess of federal deposit insurance were collateralized by the
securities previously described.

At March 31, 2005, cash consisted of the following:

Low Rent Housing

Public Choice

Housing Voucher

Program Program Total
Demand deposits $22.134 $ 196.897 $219.031
Interest rate __25% 25%
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 6- Restricted C

Restricted cash consists 0f$10,772 received from tenants and a private donor
that represent restricted cash as follows:

Private donor $ 1,127
Tenants $.227
$7.354

NOTE7- Amounts and Other Payables:

Amounts and other payables at March 31, 2003, consisted the following:

Vendors $ 3,377
HUD 67,033
Other ‘ 9.996

$.80.406

NOTE 8- Risk Management:

HACC is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; for which HACC carries commercial insurance.
Liabilities are reported when it is probable that a Joss has occurred and the
amount of the loss can be reasonably estimated.

NOTES- Retirement:

On June 23, 2004, the Board of Commissioners of the HACC by resolution
approved the establishment of a retirement plan, the Housing Renewal and
Local Agency Retirement Plan (the Plan), under Code Section 401(a)
effective July 1, 2004. The plan is for the benefit of all regular (forty (40)
hours/week) full-time employees. The rate of employer contribution is 6%
of employee’s base rate of pay. Retirement expense for the year ended March
31, 2005 was $ 12,260 for covered salaries.

24




HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 10- Concentration of Credit Risk:

HACC receives primarily all of its revenues from dwelling rental and the
Department of Housing and Urban Development (HUD). If the amount of
revenues received from both dwelling rental and HUD, falls below contract
levels, HACC’s operating results could be adversely affected.

NOTE 11 - Contingencies:

HACC is subject to possible examinations by regulatory agencies who
determine compliance with laws and regulations governing grants provided
to HACC. These examinations may result in required refunds by HACC to
the agencies and/or program beneficiaries.

NOTE 12 - Commitments:

At March 31, 2005, BACC has executed agreements with HUD totaling
$259,792 for various modernization, and to fund operations and management
improvement activities. Balance of funds remaining at March 31, 2005 was
$4,185 (See Schedule IV).

NOTE 13- Changes in Compensated Absences Payable:

Analysis of compensated absences payable follows:

Balance Balance
Description April1.2004 Non-current  March 31, 2005
Beginning of year $ 1,868 $ 5,551 $ 7419
Addition 1,988 -0- 1,988
Retirement : (1.988) -0- {1.98%)
End of year $_1.868 $5,551 $_7419
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 14 - Per Diem for Board of Commissioners:

During the year ended March 31, 2005, no board member received per diem .
in his/her capacity as a comumissioner.

NOTE 15- Adjustment to Begipning Net Assets:

The adjustment to beginning net assets is primarily the result of an adjustment
necessary to convert to the financial reporting requirements of GASB 34,

NOTE 16 - Hurricane Katrina

On August 29, 2005, the impact of Hurricane Katrina resulted in damages to
the buildings of HACC. However, those damages did not affect the use of
HACC’s buildings. At December 21, 2006, the necessary insurance claims
have been filed. Management is unable to determine the value of the total
damages at December 21, 2006 as the complete assessment work effort is still

in progress.
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American Institute of Michael B. Bru
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Certifled Public Accountants Waldo J. Moret, Jr., CPA
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INDEPENDENT AUDITORS’ REPORT
ON
ENT INFORMATION

Board of Commissioners
Housing Authority of the City of Covington
Slidell, Louisiana

Our report on our audit of the March 31, 2005, financial statements of Housing Authority
of the City of Covington (HACC) appears on page 1. That audit was conducted for the
purpose of forming an opinion on the financial statements taken as a whole.

The accompanying Schedule of Expenditures of Federal Awards (Schedule I) is presented

for purposes of additional analysis as required by U.S. Office of Management and Budget

Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations and is

not a required part of the financial statements. The information in the Schedule of

Expenditures of Federal Awards has been subjected to the auditing procedures applied in

the audit of the financial statements and, in our opinion, is fairly stated in all material
" respects i relation to the financial statements taken as a whole.

The supplementary information (Schedules IT, ITI, and TV) which are prepared in accordance

- with accounting principles generally accepted in the United States of America, and is not a
required part of the financial statements, has been subjected to auditing procedures applied
in the audit of the financial statements and, in our opinion, is fairly stated in all material
respects in relation to the financial statements taken as a whole.
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INDEPENDENT AUDITORS’ REPORT
ON
PLE Y INFORMATION
(CONTINUED)

Also, the supplementary information (Exhibits I and II), which are prepared in accordance
with accounting principles generally accepted in the United States of America, has been
subjected to the procedures applied in the audit of the financial statements and, in our

- opinion, is fairly stated in all material respects in relation to the financial statements taken
as a whole.

Brunc 0\ T‘WV@L‘”\ LJ-—‘P

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

December 21, 2006
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EXHIBIT1

Page 1 of 2
HOUSING AUTHORITY OF THE CITY OF COVINGTON
COMBINING STATEMENT OF NET ASSETS -- ENTERPRISE FUND
MARCH 31, 2005
PUBLIC
LOW RENT HOUSING HOUSING
PUBLIC -. CHOICE CAPITAL = TOTAL
HOUSING VOUCHER FUND (MEMORANDUM
PROGRAM PROGRAM  PROGRAM ONLY)
ASSETS .
Cash . $ 29,488 $ 196,897 § -0 $ 226,385
Amounts receivable, net 35,068 . -0- 12,596 47,664
Prepaid and other assets 4,466 -0- - =0 4,466
Due from other programs 114,996 -0- -0- 114,996
Capital assets, net . 1,632,832 _ =0 38.500 1.671.332
Total assets $1816850°  $196897  $51.096 $ 2,064,843

See Independent Auditors’ Report on Supplementary Information.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
COMBINING STATEMENT OF NET ASSETS — ENTERPRISE FUND, CONTINUED

EXHIBIT 1
Page2 of 2

MARCH 31, 2005
PUBLIC
LOW RENT HOUSING HOUSING
PUBLIC CHOICE CAPITAL TOTAL
HOQUSING VOUCHER FUND (MEMORANDUM
PROGRAM PROGRAM PROGRAM ONLY)
LIABILITIES
Liabilities:
Amounts and other payable A 20,520 $ 67,033 § -0 $ 87,553
Compensated absences payable 7419 -0- -0- 7,419
Payroll taxes payable 1,074 -0- -0- 1,074
Security deposits held for tenants 6,227 -0- -0- 6,227
Due to other programs -0- 102,400 12,596 114,996
Total liabilitics 35240 169.433 12.596 - 217.269
. NET ASSETS
Net Assets:
Invested in capital assets,
Net of related 1,632,832 -0- 38,500 1,671,332
Unrestricted 148,778 27.464 -0- - _ 176,242
Total net assets $1,781,610 $27.464 $38,500 $1.847.574

See Independent Auditors’ Report on Supplementary Information.
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EXHIBITII

. Pagelof2
) BOUSING AUTHORITY OF THE CITY OF COVINGTON
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
FUND NET ASSETS - ENTERPRISE FUND
FOR THE YEAR ENDED MARCH 31, 2005
PUBLIC
LOW RENT HOUSING HOUSING
PUBLIC CHOICE CAPITAL TOTAL
HOUSING - VOUCHER FUND (MEMORANDUM
PROGRAM _ PROGRAM  PROGRAM ONLY)
OPERATING REVENUES
Dwelling rental $ 79.004 b -0- 3 -0- § 79,004
Fees and charges , 1.513 -0- -0- 1.513
Total operating revenues 80,517 -0- ~0- 80,517
OPERATING EXPENSES
Salaries and employee benefits 108,209 37,165 0~ 145,374
Materials 22,204 -0- -0- 22,204
Contractual services 46,751 10,824 -0- 57,575
Utilities 7,534 -0- -0- 7,534
Depreciation 90,425 -0 836 . 81,261
Insurance 18,367 4,445 -0- 22,812
Housing assistance payments -0- 536,119 -0- 536,119
Convention and travel 17,840 2,218 -0- 20,058
Telephone 4,039 3,552 -0- 7,591
General : 4584 801 0- 5,385
Payments m lien of taxes 7,147 -0- -0- 7,147
Bad debt ’ 600 - -0- . 600
Dues and membership 661 as -0- 756
Tenant services 155 ~0- -0- 155
Postage 1,018 1,208 -0- 2,226
Security 6,323 -0- -0- 6,323
Training 3,984 268 -0- 4,252
Supplies. 3,568 2.037 -0- 5.605
Taotzal operating expenses 343,409 598.732 836 942,977
Net operating loss . (262,892} (598.732) (836) (862.460)

See Independent Auditors’ Report on Supplementary Information.
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EXHIBITI

Page 2 of 2
HOUSING AUTHORITY OF THE CITY OF COVINGTON
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN .
FUND NET ASSETS - ENTERPRISE FUND, CONTINUED
FOR THE YEAR ENDED MARCH 31, 2005
PUBLIC
. LOW RENT HOUSING HOUSING
PUBLIC CHOICE CAPITAL.  TOTAL
HOUSING VOUCHER FUND {(MEMORANDUM
PRO PROGRAM  PROGRAM ONLY)
Non-Operating Revenues:
Grants and subsidies $ 91,963 $ 595,296 $ 90,101 $ 777,360
Interest income 196 366 -0- 562
Other 236 379 -0- 615
Total non-operating revennes 92,395 596.041 90,101 778,537
Net income (loss) before other .
financing sources {uses) (170,497) (2,691) 89,265 (83,923)
Other Financing Sources (Uses): :
Operating transfer in 56,592 -0- -0- 56,592
Operating transfer out -0- 0- (56.592) (56.592)
Total other financing sources (uses) 56,592 Q- 592 -0-
Change in net assets (113,905) (2,691) 32,673 (83,923)
Net assets, beginning of year 96,921 32,637 13,827 143,385
Adjustments to beginmng net assets 1,798,594 (2.482) (8,000) 1,788,112
Net assets, beginning of year, as restated 1.895.515 30,155 5,827 1.931.497

Net assets, end of year $1.781.610 $ 27464 $_38.500 $ 1,847,574

See Independent Auditors® Report on Supplementary Information.
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| INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE

5 AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Housing Authority of the City of Covington
Covington, Louisiana

‘We have audited the financial statements of Housing Authority of the City of Covington
(HACC) as of and for the year ended March 31, 2005, and have issued our report thereon
dated December 21, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States of America.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered HACC®s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting, would
not necessarily disclose all matters in the internal control that might be material weaknesses.
A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
andited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal
control over financial reporting and its operations that we consider to be material
weaknesses. However, we noted other matters involving internal control over financial
reporting which we have reported to management of HACC in a separate letter dated
December 21, 2006.

43

4298 ELYSIAN FIELDS AVENUE, NEW ORLEANS, LA 70122
{304} 284-8733  FAX (504) 284-8296
E-MAIL: Brunterv@btcpas.com




INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS
(CONTINUED)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether HACC’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts.

However, providing an opinion on compliance with those provisions was not an objective
of our audit and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of HACC’s Board, management,
the Legislative Auditor for the State of Louisiana and the U.S. Department of Housing and
Urban Development and is not intended to be, and should not be used by anyone other than
those specified parties. Under Louisiana Revised Statute 24:513, this report is distributed
by the Legislative Auditor as a public document. .

Bruno £ Teevvalon LL‘P

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

December 21, 2006
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Member

American Institute of Michael B. Bruno, CPA
Certified Public Accountants Algide JJ, Tervalon, Jr., GPA

Society of Louisiana
Certified Public Accountants ' Waldo J. Moret, Jr, CPA

Paul K. Andah, Sr., CPA

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
Housing Authority of the City of Covington
Covington, Louisiana

Compliance

We have audited the compliance of Housing Authority of the City of Covington (HACC)
with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular 4-133 Compliance Supplement that are applicable to its major
federal program for the year ended March 31, 2005, HACC’s major federal program is
identified in the Summary of Auditor’s Results section of the accompanying Summary
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to its major federal program is the responsibility
of HACC’s management. Our responsibility is to express an opinion on HACC’s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards , issued by the Comptroller General of the
United States; OMB Circular A-133, 4udits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements previously referred to that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about HACC’s compliance with those requirements and performing such other
procedures as we considered necessary i the circumstances, We believe that our audit
provides areasonable basis for our opinion. Our andit does not provide a legal determination
on HACC’s compliance with those requirements.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
N CE Al

(CONTINUED)

Compliance, Continued

In our opinion, HACC complied, in all material respects, with the requirements previously
referred to that are applicable to its major federal program for the year ended March 31,
2005.

Internal Control Over Compliance

Themanagement of HACC is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered
HACC’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133.

Qur consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that non-compliance with the applicable
requirements of laws, regulations, contracts and grants that would be material in relation to
a major federal program being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over compliance and its operation that we consider to
be material weaknesses.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB C AR A-

(CONTINUED)

This report is intended solely for the information and use of HACC’s Board, management,
the Legislative Aunditor for the State of Louisiana and the U.S. Department of Housing and
Urban Development and is not intended to be, and should not be used by anyone other than
those specified parties. Under Louisiana Revised Statute 24:513, this report is distributed
by the Legislative Auditor as a public document.

Brunc JLTQW’M LLP

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

December 21, 2006
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED MARCH 31, 2005

Section I - Summary of Auditors® Results

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting: |
. Material weakness(es) identified? No

. Reportable condition(s) identified
that are not considered to be

material weaknesses? None Reﬁorted
Non-compliance material to financial statements noted? No
Federal Awards

Internal Control Ojvef IMAajor programs:
. Material weakness(es) identified? No
’ Reportable condition(s) identified
that are not considered to be
material weaknesses? None Reported

Type of anditor’s report 1ssued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported in
accordance with Section 510(a) of Circular A-133? No
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
FOR THE YEAR ENDED MARCH 31, 2005

Section I - Summary of Auditors’ Results, Continued

Identification of major programs:

FDA NUMBER

14.871

Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?

49

NAME OF FEDERAL PROGRAM
OR CLUSTER

Housing Choice Voucher Program

$300,000

No




HOUSING AUTHORITY OF THE CITY OF COVINGTON
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
FOR THE YEAR ENDED MARCH 31, 2005

Section II - Financial Statement Findings and Questioned Costs

No financial statement findings were reported for the year ended March 31, 2005.

Section IIT - Federal Award Findings and Questioned Costs

No federal award findings and questions were reported for the year ended March 31, 2005.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON

SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED

FOR THE YEAR ENDED MARCH 31, 2005

Section IV - Status of Prior Year’s Findings and Questioned Costs

Reference Number

2004-01

Condition

Our review of ten (10) Housing Choice Voucher Program tenant files revealed:

_One (1) instance where HACC tenant file contained no documentation to support the

independent verification of income. However, we noted a copy of the income
received from the tenant on file.

Ten (10) instances where HACC did not have an audit trail to support the timely
submission of all HUD Forms 50058. It is our understanding through discussion with
management that the current software system does not generate reports upon
submissionto “MTCS”. Furthermore, manual copies of reports are maintained and/or
available. However, we noted documentation maintained by the Executive Director
to suggest her review of the submission process.

One (1) instance where the HUD Form 50058 for a tenant did not contain the social
securtty information required. Subsequent to our review management has provided
us with a revised HUD Form 50058 containing the required information.

One (1) instance where a tenant was afforded a utility allowance for a two bedroom

unit instead of a one bedroom unit. Subsequent to our review, management has
corrected the error.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
FOR THE YEAR ENDED MARCH 31, 2005

Section IV - Status of Prior Year’s Findings and Questioned Costs, Continuned

Reference Number, Continued
2004-01

ecommendation

We recommend that management of HACC continue to improve its established processes,
policies and procedures to ensure that all tenant files contain all required documentation
pursuant to established policies and HUD regulations.

Also, management should review the current software system for the “MTCS” reporting
processes with an aim towards the generation of reports based on submission made through
the system.

Current Status .

Resoived.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
FOR THE YEAR ENDED MARCH 31, 2005

Section IV - Status of Prior Year’s Findings and Questioned Costs, Continned

Reference Number
2004-02

Condition

We were unable to perform audit procedures to test the accuracy of Form HUD-52723,
Operating Fund Formula Calculation of Operating Subsidy because management was unable
to provide documentation to support the previous allowable utilities expense amount for the
years ended March 31, 2002, 2001, and 2000, the rent roll and add-ons. The “OFF”
Calculation was prepared by HACC’s previous fee accountant, who as of this date has not
provided all supporting documents to HACC.

Recommendation

We recommend that management maintain documentation used to support all amounts
reported for all reports prepared and/or submitted by its fee accountant.

Current Status

Partially resolved.
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HOUSING AUTHORITY OF THE CITY OF COVINGTON

EXIT CONFERENCE

The financial statements and all related reports, exhibits and schedules were discussed at an
exit conference. Those that participated in the conference and previous discussions are as
follows:

HOUSING AUTHORITY OF THE CITY OF COVINGTON

Ms. Tammie Groover - Executive Director
BR & TER L A
Mr. Paul K. Andoh, Sr., CPA, CGFM, MBA  —  Partner
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ABruno & Tervalon w»
?iCertified Public Accountants

Member .
American insfitute of |

Certified Public Accountants N _:Zzh:e! B-iBru:o. gl;ﬁ
Soclety of Louisiana Clde J. Tervaion, Jr,

Certified Public Accountants Walda J. Morat, Jdr, CPA
Paul K. Andoh, Sr, CPA

INDEPENDENT AUDITORS’ COMMEN O

Ms. Tammie Groover, Executive Director
Housing Authority of the City of Covington

In planning and performing our audit of the financial statements of Housing Authority of
the City of Covington (HACC), as of and for the year ended March 31, 2005 in accordance
with anditing standards generally accepted in the United States of America, we considered
HACC’s internal control to determine our anditing procedures for the purpose of expressing
an opinion on the financial statements and not to provide assurance on internal control.

As a part of our audit, we noted certain matters that are opportunities for strengthening

~ internal control and improving operating efficiency. We previously reported on HACC’s
internal control in our report dated December 21, 2006. This letter does not affect our report
dated December 21, 2006, on HACC?s internal control or its financial statements.

We will review the status of these comments during our next andit engagement. We have
already discussed these comments and suggestions with management, and we will be pleased
to discuss them in further detail at your convenience, to perform any additional study of these
matters, or assist you in implementing the recommendations.

4298 ELYSIAN FIELDS AVENUE, NEW ORLEANS, LA 70122
(504) 284-8733  FAX (504) 284-8296
E-MAIL: brunterv@btepas.com



EP E ’ TS TO MANAGEMENT
(CONTINUED)

CURRENT YEAR’S COMMENTS

The following is a summary of our comments. and recommendations concerning those
matters: '

Condition

Cbnsi’deﬁng the size of HACC?’s personnel, the important elements of internal control and
segregation of duties cannot always be achieved to imsure adequate protection and
safeguarding of HACC?’s assets.

Recommendation

We recommend that management continue to provide the necessary oversight in its current
internal control procedures (specifically in the areas of cash receipts, collection activities,
recordation of thosereceipts, depositing of funds collected, cash disbursements, recordation

and procurement activities). -

Management’s Response

Management of HACC will continue to actively participate in key internal control areas.

Condition

Currently, the financial statements to include general ledger account reconciliations for the
Voucher, Low Rent and Capital Fund Programs are prepared by HACC(C’s fee accountant.
Our review revealed the absence of any documented evidence at HACC?s management level
of work effort delivered to HACC by its fee accountant. Also, we noted at March 31, 2005
unreconciled differences between the detail subsidiary ledgers and the general ledger control
account balances for tenant accounts receivable, materials inventory, tenant security deposit
and deposits over (under) accounts.




INDEPENDENT AUD ’ NTS TO MANAGEMENT
(CONTINUED)

CURRENT YEAR’S COMMENTS, CONTINUED

Recommendation

Management should imoplement a plan that ensures that all work effort of its fee accountant
and staff are reviewed on a monthly basis , and evidence of such review indicated via the
signing and dating. Also, all accounts with differences at March 31, 2005, should be
reviewed and resolved immediately.

Management’s Response

HACC will revisit with the monitoring aspect of its internal control with a aim towards
ensuring its adequacy and to provide the level of management oversight desired in an
~ effective control environment. Resolution is anticipated by no later than June 30, 2007.

Condition

Inadequate audit trail to ensure the completeness in HACC Voucher Program’s monthly unit
count reporting and housing assistance payments to landlords (HAP).

The detailed HAP register provided to us for the year ended March 31, 2005, had payments
totaling $557,437 versus the general ledger control amount of $536,119 resulting in a
difference of $21,318. Also, the unit count used in the calculation of the administrative fee
had variances for the months of April and October of 2004, and March 2005.

Itis our understanding through discussion with management that the appropriate supporting
documents were made available to its fee accountant.

Recommendation

We recommend that management review its data accumulation process to ensure the accurate
reporting of administrative fees earned and HAP payments. Also, management should ensure
that on a monthly basis, the subsidiary and control ledgers are reconciled and all differences
resolved immediately.

Management’s Response

Management will implement a process to monitor the work-effort of its new fee accountant
by no later than July 31, 2007.




(CONTINUED) _

CURRENT YEAR’S COMMENTS, CONTINUED

Condition

Currently, HACC uses various software to accumulate accounting and program information
on a regular basis. However, we noted no plan to require the offsite storage of all pertinent
accounting and program data.

Recommendation

We recommend that management address the need for a disaster recovery plan. Areas that
should be addressed in a disaster recovery plan include the following:

Definition of threats and risk (including likely effects on HACC).
Operational security.

Processing priorities.

Disaster recovery planning (as appropriate).

Insurance coverage available or desirable.

Management’s Response

Management anticipates the implementation of a plan by no later than June 30, 2007.

Condition

HACC has no formal system in place to ensure the periodic evaluation of risk in the
categories of property, general liability etc. to ensure the adequacy in insurance coverage.

It is our understanding through discussion with management that on an annual basis its
insurance coverages are evaluated by an independent party for adequacy.

Recommendation

We recommend that a formal system be established aimed at the periodic evaluation or
assessment of the adequacy in insurance coverages.

anasement’s Response

Management of HACC will implement a formal process by no later than September 30,
2007.



CURRENT YEAR’S COMMENTS, CONTINUED

Condition

HACC is accordance with its procurement policy procured pest control services for a one
year period. However, we noted that the contract agreement executed dictated an automatic
annval renewal unless otherwise directed by the HACC within thirty days of expiration.

Recommendation

We recommend that management of HACC review its current contract to ensure that it meets
its initial proposed period of time procured for services.

Management’s Response

HACC is currently in the process of procuring for the referenced services and will ensure
specific resolution of the term of services desired in its contract agreement with the
successful bidder. '




T RS’ E
(CONTINUED)

STATUS OF PRIOR YEAR’S COMMENTS

The following is a status of prior year’s comments to management:

Condition
Considering the size of HACC’s personnel, the important elements of internal control and

segregation of duties cannot always be achieved to insure adequate protection and
safeguarding of HACC’s assets.

Recommendation }
‘We recommend that management evaluate its current internal control procedures (specifically

in the areas of cash receipts, collection activities, recordation of those receipts and the
depositing of funds collected).

Current Status

Unresolved. See current year’s comment.



DENT ’ NTS T MENT
(CONTINUED)

STATUS OF PRIOR YEAR’S COMMENTS, CONTINUED.

Condition

Our review of HACC’s cash disbursement procedures, revealed the absence of procedures -
in place to require evidence of the mathematical verification of invoices paid, and the
defacing of paid invoices by way of stamping them “paid” to insure payment of appropriate
amounts and avoid duplicate payment. It is our understanding through discussion with
management that its current procedure requires that, all invoices are filed in the respective
vendor files upon payment.

Recommendation

We recommend that management evaluate its current cash disbursement procedures and to
consider the inclusion of procedures to insure that invoices are mathematically verified and
defaced prior to payment.

Current Status

Resolved.

Condition

Currently, the financial statements to include general ledger account reconciliations are
prepared by HACC’s fee accountant. Our review revealed the absence of any documented
evidence at HACC’s management level of work effort delivered to HACC by its fee
accountant. Specifically, we noted the lack of evidence to support a review of the March 31,
2004, bank accountant reconciliations.

Recommendation
Mapagement should evaluate the monitoring aspect of its internal control with an aim

towards ensuring that all work effort of its fee accountant and staff are reviewed and
evidence of such a review indicated via the signing and dating.

Current Status

Unresolved. See current year’s corument.




INDEPENDENT AUDITORS’ COMMENTS TO MANAGEMENT
(CONTINUED)

STATUS OF PRIOR YEAR’S COMMENTS, CONTINUED

Condition
At March 31, 2004, the material inventory balance as reflected on HACC’s general ledger

remained the same as that of March 31, 2003. It is our understanding that no physical
inventory was observed nor is a subsidiary ledger maintained for materials.

datio
‘We recommend that management evaluate its current procedures and consider the need for
periodic physical inventory count to include the necessary adjustment to the general ledger
control account, 1f necessary. '

Current Status

Unresolved. See current year’s comment.

Condition

Inadequate audit trail to ensure the completeness in HACC Vbﬁcher Program’s monthly
leased-up reporting. -

Recommendation

- We recommend that pursuant to HUD regulations, a leased-up schedule is maintain to
facilitate the timely and accurate reporting of administrative fees earned.

Current Status

Unresolved. See current year’s comment,




INDEPENDENT AUDITORS’ COMMENTS TO MANAGEMENT
(CONTINUED)

STATUS OF PRIOR YEAR’S COMMENTS, CONTINUED

Condition
i

Currently, HACC uses various software to accumulate accounting and program information
on a regular basis. However, we noted no plan to require the offsite storage of all pertinent
accounting and program data.

Recommendation

We recommend that management address the need for a disaster recovery plan. Arcas that
should be addressed in a disaster recovery plan include the following: :

» Definition of threats and risk (including likely effects oo HACC).
* Operational security.

» Processing priorities.

» Disaster recovery planning (as appropriate).

» Insurance coverage available or desirable.

Current Status

Unresolved. See current year’s comment.

Condition

HACC has no formal system in place to ensure the periodic evaluation of risk in the
categories of property, general liability etc. to ensure the adequacy in insurance coverage.

Recommendation

We recommend that a formal system be established aimed at the periodic evaluation or
assessment of the adequacy in insurance coverages.

Current Status

Unresolved. See current year’s comment.



NT AUDITORS’ MENTS T NAGEMEN
(CONTINUED)

STATUS OF PRIOR YEAR’S COMMENTS, CONTINUED

Condition

HACC does not have an annual procurement plan specifically for purchases below the
$10,000 threshold.

eco ndatio

We recommend that management of HACC develop an annual procurement plan that
incorporates an evaluation of its procurement activities to include documentation to support
the type and/or form of procurement performed.

Current Status

Partially resolved.
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As always, we appreciate the courtesies extended to us by you and your staff during our
audit. Should you have any questions and/or require farther detail, please do not hesitate to
call.

This report is intended solely for the information and use of the Board of Commissioners,
management, United States Department of Housing and Urban Development, Legislative
Auditor, State of Louisiana, and is not intended to be and should not be used by anyone other
than those specified parties. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.
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